
By Samuel Pizer and Frederick Cutler "K" 

Private United States Direct 
Investments Abroad 

xxMERICAN private direct investments abroad at the 
end of 1949 were valued at $12.5 billion, an increase of 
$1.3 billion during that year. The increment in value in 
1949 was the largest in any single year and represented the 
development of many large-scale overseas projects. 

Preliminary data for the first 9 months of 1950 indicate 
a decline of about 15 percent in capital outflows as compared 
with the same period of 1949. For the first time since 1945 
Canada displaced Latin America as the area receiving the 
largest capital infiow. This change in position, as well as a 
somewhat larger capital movement to the ERP countries, 
resulted from shifts in petroleum investments which in 
1950 were declining in Latin America while increasing 
rapidly in the new oil fields of Canada, and from the expan
sion of refinery facilities in Europe. 

The average annual increase in the 1946-49 period was 
about $1 bUBon, with a larger increase occurring in each 
successive year. To some extent the amount invested each 
year usually tends to be cumulative, as larger capital invest
ments provide a larger base for earnings, which are the 
primary source at present for investment funds. In 1949, 
however, the increase ui value was only $29 miUion greater 
than the increase in 1948, although capital movements were 
$90 million higher—^because a diminished portion of the 
earnings of foreign subsidiaries was reinvested abroad. 

Investments concentrated in Western Hemisphere 
The Western Hemisphere continued to be the most 

attractive area for direct investments. In the 1920's about 74 
percent of the increase in value of investment was in that 
area, and in the period 1946-9 it was about 66 percent. The 
relative decline was caused by the large investments in the 
development of Middle Eastern petroleum in the later period. 
Europe has been a relatively small field for direct investments 
in recent years, although in the 1920's about 18 percent of 
the investment was in that ai'ea. 

On an industry basis, manufacturing remained an im
portant field for investment, accounting for about 29 percent 
of the added investment in 1946-49. The most striking 
deviations from the experience of the 1920's were (a) the 
practical cessation of investments ia public utilities, and (b) 
the often-mentioned predominance of the petroleum industry 
in the last few years. 

Importance of reinvested earnings 
Of the total additions to direct investments abroad in 1949, 

about 60 percent was recorded as capital movements and the 

1 For balance-of-payments purposes total branch earnings (after foreign taxes) aro recorded 
as income receipts in the United States, and the portion of Income not remitted to the United 
States Is treated as a flow of capital from the United States to foreign countries. On the other 
hand, the earnings of foreign subsidiaries, since 1929, are treated as income only to the extent 
thattheyaropaidoutosdividondstothoUnltedStates. The undistributed portion of foreign 
subsidiary income is not entered in tho balance of payments as either income received or capi
tal invested abroad; this Is unliko "undistributed" earnings of branches, which are treated as 
income receipts and capital outflows. Tho term branches includes all actual operations 
abroad of companies Incorporated In the United States including those companies whoso total 
operations are abroad. Subsidiaries are companies Incorporated under the laws of foreign 
countries. 

NOTE.—Mr. Pizer and Mr. Cutler aro members of tho Balonco of Payments Division, 
OQlco of Business Economics. Data contained in this article aro rovisions of those published 
in tho SURVEY OF CuanENT BUSINESS of November 1949 and Juno 1950. More detailed 
statistics on capital movements by country and Industry are avallablo on request to tho 
Balance of Payments Division. 
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remainder as reinvested earnings. This is about the same 
proportion for capital movements as is shown in table 2 for 
the 1946-49 period as a whole, when capital movements ac
counted for about 58 percent of the total increase in value. 

The reinvested earnings of foreign subsidiaries do not 
enter the balance-of-payments statement,* but they con
tribute to the development of investments abroad in much 
the same way as do capital movements. For this reason, 

Direct investments reached a record value in 1949 
as large petroleum and manufacturing outlays continued. 

BILLIONS OF DOLLARS 
15.0. 

VEAR-ENO VALUE 

10.0 -

5.0 -

mm. 

ALL OTHEfl 

PUBLIC UTILITIES 

MANUFACTURING 

PETROLEUM 

1919 1929 1945 1949 

Investments after 1945 were primarily in the 
Western Hemisphere and the Middle East . . . . 

BILLIONS OF DOLLARS 

1.5 

CUMULATIVE TOTALS, 1946-49 

CANADA AMERICAN 
REPUBLICS 

EUROPE MIDDLE EAST ALL 
AND AFRICA OTHER 

and were financed by both capital outflows and 
the reinvestment of subsidiary earnings. 

BILLIONS OF DOLLARS 
1.5 

1.0 -

.5 -

/̂ ^̂  

REINVESTED 
EARNINGS 

CAPITAL 
MOVEMENTS 

1946 1947 1948 1949 

U. S. DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS S0-3S4 



January 1951 SURVEY OF CURRENT BUSINESS 21 

the present discussion is primarily in terms of changes in the 
value of direct investments abroad, which are the result of 
both reinvested earnings and capital movements, rather than 
in terms of capital movements alone. 

Since the entire addition to the book value of foreign 
branches of United States companies, whether from current 
earnings abroad or from capital contributions of the parent, 
is included in capital movements, the data on capital move
ments tend to exaggerate the share in investment activity of 
those industries and areas where the branch form of organi
zation is predominant. It will be noted in table 2 that for 
Canada and for the manufacturuig group, which is very 
important in Canada, the major growth since 1945 has come 
from the reinvestment of subsidiary earnings. 

In the petroleum industry, on the other hand, and in the 
areas where petroleum resources are being developed, most 
of the increase in investment since 1945 has been recorded as 
capital movements, since this industry's operations abroad 
are conducted principally thi'ough branches. While the 
petroleum industry accounted for 80 percent of the net 
du'ect-investment capital outfiow in 1949, the share of this 
industry in the increase in value of direct investments abroad 
in that year was only about 55 percent. 

There are several factors, in addition to the difference in 
type of organization, which affect the relative importance of 
reinvested earnings for certain industries and areas or for 
certain years. Probably the most important is that the 
expansion of long-established enterprises, such as manufac-
turiug plants in Canada, can be financed out of current 
earnings, while new developments, such as pipeline projects 
in the Middle East, perforce require financing from the funds 
of the parent companies. 

Other important factors are: (1) The blocldng of earnings 
in some countries by exchange restrictions resulting in invol
untary investments by parent companies; (2) there is a 
greater williagness on the part of parent companies to rein
vest earnings in countries which are politically and economi
cally stable, rather than withdraw them; and (3) the desu*e 
of the parent companies to have earnings remitted may be 
affected by United States tax legislation. 

Income receipts exceeded capital outflows 

Not only was the increase in the value of dkect invest
ments abroad derived to a considerable extent from the 
reinvestment of undistributed subsidiary profits, but the 
funds employed in capital outflows may also be said to have 
been drawn very largely from income received from abroad. 
For example, the data given in table 3 show that in 1948 and 
1949 the income received from both foreign branches and 
subsidiaries was sufl^cient, in the aggregate, to finance the 
net capital outflow from the United States parent companies. 

There was a wide variation in the experience of individual 
companies in this respect.^ Some companies financed new 

1 developments in particular areas out of income received from 
their established enterprises in other areas. Many companies, 
maldng sizable investments abroad for the first time, had to 

' finance their outlays entirely from United States funds. For 
I instance, tabulations made for six petroleum companies 
^ which accounted for about 60 percent of all net capital out-
"' flows and about 80 percent of the net capital outflow in the 
I, petroleum industry in 1947-49 show that only two, whicli had 

previously built up large enterprises abroad, had income 

.'1'h<! flow of funds cannot bo traced In any direct manner through the books of tho Indi-
Jh '"'™P'"''os concerned. In the case of foreign branches tho net capital contribution of 

*' til° J'?"? . °"y period can only bo Inferred from tho data available. It is generally assumed 
1 tnat for foreign branches in the aggregate tho net now capital Investment tor a period may be 
i fwf" ?t I uifi"^' °^''"' 'ncreoso in not book value over branch earnings in tho period. Sim-

liTh 1 >; I ""^"x ?" assumed that In tho aggregate, an increase in tho net book valuo of branches 
wnicn IS equal to or less than branch earnings Is financed out of earnings, and a decrease In 

? Xt, "• ̂ 'l"" earnings In the aggregate are positive, would bo assumed to result from a 
net withdrawal of capital from abroad. 

receipts from abroad in excess of their net capital outlays 
abroad. However, for the group of six companies income 
received from abroad in 1947-49 was only about $100 million 
less than their net capital outflows of about $1.3 billion. 

Domestic borrowing a lesser source 
A further aspect of the financing of direct investments 

abroad since 1945 is the reliance on mternal corporate funds 
rather than on the United States capital market. The six 
petroleum companies mentioned above raised only about $800 
million in the United States capital market in the 1947-49 
period—of which probably about half was for investment 
abroad, accounting for about 30 percent of their net capital 
outfiows. 

There were only a few cases, although they were quite 
sizable, in which United States parent companies financed 
their investments abroad by borrowing in the United States 
capital market rather than by using internal coiporate funds. 
The prospect for direct investments abroo,d in the near future, 
however, is somewhat dift'erent with respect to the means of 
financing. A larger proportion of the total will probably be 
in resource developments abroad carried out by companies 
and groups of companies which have not previously had large 
investments abroad; although they will depend primarily on 
their own corporate funds, they will not have foreign earnings 
on which to draw. 

Expansion of petroleum investments at peak 
The increase of about $700 million in the value of petro

leum investments abroad in 1949 shown in table 4 was prob
ably the peak of the postwar expansion in that industry. 
Partial data for 1950 indicate less investment. More than 
half of the 1949 increase—about $375 million—was in the 
American Republics, reflecting about $80 million in pur
chases of tankers by foreign subsidiaries, and the final ex
penditures for major increases in refinery capacity. 

Investments in petroleum facilities in the Middle East 
also continued at a high rate in 1949 as large postwar projects 
were carried forward. The completion of the trans-Ai'abian 
pipeline in 1950 marked the close of the expansion which 
had been planned at the war's end, but other projects under 
discussion indicate continued, although diminished, invest
ment activity in that part of the world. 

An increasing amount of investment has been flowing to 
petroleum development in Canada. The exploration of new 
oil fields, as well as work on refineries, storage facilities, 
pipelines, and natural gas resources, point to rising invest
ments in that country for some time to come. 

Although petroleum investments have been relatively 
small in the rest of the world, present plans for increased 
refinery capacity in Western Europe call for capital outlays 
of considerable magnitude in 1950 and thereafter. 

The petroleum industry abroad was particularly affected 
by the heavy drain on foreign dollar reserves which occurred 
during the first 9 months of 1949. The major costs of most 
oil produced abroad by American companies were paid in 
dollars, and, therefore, the oil was sold almost entirely for 
dollars. As dollar reserves fell, the United Kingdom estab
lished increasingly rigid restrictions on the marketing of 
dollar oil in the sterling area. 

In order to meet this problem several companies worked 
out arrangements under which they switched as much of 
their expenditures as possible to foreign currencies, thus be
ing able to accept an increasing proportion of their receipts 
in foreign currencies and maintain their foreign markets. 
One of the effects of this change was to shift orders for oil 
tankers and equipment from United States to foreign sup
pliers. 
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Table 1.—Value of Private United States Direct Inves tments 
Abroad, by Area and Industry, for Selected Years 

[Billions of dollars at year end] 

Area and Industry 

Mining and smelting 

Public utilities 

1919 

3.9 
.8 

2.0 
' . 7 
W 
(') 
S.4 

3.9 
.8 

W 
.0 
.0 
.0 
.4 

*.B 

1929 

7.7 
2.0 
3 .6 
1.2 

. 2 

. 2 

. 6 

7.7 
1.0 

.4 

.9 
1.2 
1.1 
1.7 
.6 

1940 

7.3 
2.1 
2.6 
1.0 

. 3 

. 3 

. 6 

7 .3 
2.0 

.B 

.5 
1.0 
1.3 
1.4 
. 0 

1946 

8.4 
2.6 
3.0 
1.7 

.3 

. 3 

. 0 

8.4 
2.7 

.7 

.6 
1.1 
1.5 
1.4 
. 6 

1940 

8.9 
2.7 
3.1 
1.8 

. 3 

. 3 

. 7 

8.9 
2.9 

.7 

. 5 
1.1 
1.8 
1.3 
. 6 

1947 

10.0 
2.8 
3.7 
1.9 

. 4 

. 3 

. 8 

10.0 
3.2 

.8 

. 0 
1.1 
2.4 
1.3 
.7 

1048 

11.2 
3.1 
4.2 
2.0 

. 5 

. 3 
1.0 

11.2 
3.6 

. 9 

.0 
1.1 
3.0 
1.3 
.7 

1949 

12.5 
3.4 
4.8 
2.1 

. 6 

.3 
1.3 

12.5 
3.9 
1.0 
.0 

1.2 
3.7 
1.3 
. 8 

• E R P countries total for 1919 includes other Europe. 
2 All other countries total for 1910 Includes ERP dependencies. 
' Includes paper and pulp enterprises. 
' Miscellaneous industry for 1919 Includes distribution Industry. 
' Includes fishing enterprises. 

NOTE.—Detail will not necessarily add to totals because ot rounding. For important 
qualtOcatlons aflcctlng this table see note to tabic 2. 

Source: U. S. Department of Commerce, Ofllce of Business Economics. 

Table 2.—Factors Affecting Value of United States Private Direct 
Investments Abroad, 1946-49 

[Millions of dollars; reduction (—)] 

Area and industry 

AUarcos 
Canada 
AraorlcanRopublics.. 
ERP countries 
ERP dependencies-.. 
other Europe 
All other countries... 

All industries 
Manufacturing' 
Distribution 
Agriculture 2 
Mining and smelting 
Petroleum 
Public utilities 
Miscellaneous 

Valuo 
end of 

1946 

8,3C9 
2,627 
2,999 
1,689 

204 
329 
661 

8,369 
2,671 

671 
518 

1,064 
1,538 
1,367 

660 

1946-49 

Capital 
move
ment 

2,362 
234 

1,249 
147 
155 
20 

667 

2,362 
108 
143 
48 
97 

1,762 
- 7 6 
189 

Rein
vested 

earnings 

1,766 
047 
647 
292 
133 
14 

133 

1,766 
1,027 

174 
70 
46 

388 
28 
34 

Other 
factors 

—34 

—34 
-10 
- 2 

(') 
- 2 

-17 
- 3 

Value 
end of 
1949 

12,462 
3,408 
4,783 
2,128 

552 
341 

1,261 

12,463 
3,886 

986 
630 

1,204 
3,671 
1,307 

773 

NOTE.—Capital movements represent the net of known new investments less liqui
dations. Reinvested earnings are the undistributed portion of the United States equity In 
the net earnings of foreign-Incorporated subsidiaries. Other factors affecting tho change in 
valuo include some allowance for losses on liquidation and for nationalized Investments In 
Yogoslavia for which compensation has been paid. Valuo is the book valuo of the American 
equity in direct investments abroad and includes expropriated property for which compen
sation has not yet boon received and properties In Germany and Japan. No allowanco has 
been made for war damage or for fluctuations In foreign exchange rates, except that current 
transactions Included In columns 2 and 3 above aro converted at current exchange rates. 

' Includes paper and pulp enterprises. 
2 Includes Ashing enterprises, 
a Less than $500,000. 

Source: TJ. S. Department of Commerce, Ofllee of Business Economics. 

Although there has been a very large expansion of Ameri
can petroleum investments abroad since 1945, the output 
achieved will not be sufficient to meet the world demand for 
long at presently estimated increases in the rate of consump
tion. In this coimection, it is of interest to note that in 
1949 Latin-American countries for which data are available 
consumed 32 percent of their own oil production, while in 
1945 they consumed only 23 percent, with production in
creased by nearly 40 percent in the period. 

Manufacturing investments at a reduced rate 

The United States investment in manufactm-ing enter
prises abroad increased by $300 million in 1949 as compared 

Table 3.—Capital Movements and Income by Subsidiaries and 
Branches, and Reinvested Earnings of Subsidiaries, 1948 and 
1949 

[Millions ot dollars) 

Item 

N e t capital outflow, total 
Subsidiaries 
Branches 

Income receipts, total 

1948 

684 
322 
362 

1,111 
462 
659 

669 

1949 

773 
327 
446 

1,006 
611 
555 

495 

Total 

1,457 
049 
808 

2,177 
003 

1,214 

1,004 

Source: U. S. Department of Commerce, Ofllco of Business Economics. 

Table 4.—Value of Private American Direct Investments Abroad, 
by Area and Industry, 1945-49 

(Millions of dollars] 

Area and year end 

All areas: 
1946 
1946 
1947 
1048 
1949 

Canada: 
1945 
1946 
1947 
1948 
1949 

American Republics; 
1915 
1946 
1947 
1948 
1949 

E R P countries 
1945 
1946 
1947 
1948 
1949 

E R P dependencies: 
1945 
1946 
1047 
1948 
1949 

o t h e r Europe: 
1915 
1946 
1947 
1948 
1949 

All other countries: 
1946 
1946 
1047 
1948 
1949 

Manu
factur

i n g ! 

2,671 
2,864 
3,171 
3,572 
3,886 

1,145 
1,202 
1,328 
1,542 
1,684 

433 
488 
596 
078 
706 

832 
885 
940 

1,032 
1,092 

12 
13 
16 
17 
19 

105 
108 
111 
100 
109 

144 
158 
176 
197 
217 

Distri
bution 

671 
740 
818 
919 
986 

141 
163 
160 
194 
212 

145 
165 
209 
205 
294 

266 
281 
293 
293 
298 

17 
19 
18 
21 
23 

39 
39 
40 
39 
40 

64 
83 
98 

107 
119 

Agricul
tures 

618 
546 
685 
632 
636 

13 
14 
14 
13 
13 

420 
446 
480 
622 
520 

4 
4 
4 
4 
4 

60 
55 
66 
56 
67 

2 
2 
2 
2 
2 

23 
26 
29 
35 
40 

Mining 
and 

smelt
ing 

1,064 
1,062 
1,109 
1,136 
1,294 

461 
463 
481 
488 
608 

412 
398 
426 
439 
487 

64 
64 
64 
64 
64 

40 
39 
38 
39 
38 

85 
86 
83 
81 
81 

12 
13 
18 
24 
26 

Petro
leum 

1,638 
1,769 
2,357 
2,076 
3,671 

101 
178 
227 
284 
367 

646 
768 

1,069 
1,327 
1,705 

209 
310 
338 
385 
401 

127 
153 
250 
347 
399 

04 
04 
60 
03 
70 

242 
296 
417 
670 
733 

Public 
utilities 

1,357 
1.277 
1,208 
1,280 
1,307 

383 
378 
344 
346 
347 

898 
821 
846 
854 
876 

20 
20 
20 
20 
20 

5 
6 
6 
6 
0 

10 
10 
10 
8 
8 

41 
43 
43 
47 
50 

Miscel
laneous 

560 
007 
008 
001 
773 

233 
276 
271 
258 
287 

46 
61 

102 
120 
136 

205 
204 
214 
224 
249 

7 
7 
7 
9 

10 

24 
25 
26 
25 
26 

35 
36 
40 
55 
06. 

Total 

8,369 
8,854 
9,976 

11,205 
12,463 

2,627 
2,663 
2,825 
3,126 
3,498 

2,909 
3,140 
3,710 
4,205 
4,783 

1,689 
1,768 
1,879 
2,022 
2,128 

204 
291 
389 
494 
662 

329 
333 
337 
324 
341 

661 
663 
830 

1,035 
1,251 

NOTE.—For Important qualifications aflcctlng this table see note to table 2. 

1 Includes paper and pulp enterprises. 
' Includes fishing enterprises. 

Source: U. S. Department of Commerco, Ofllce of Business Economics. 

with $400 million in 1948. The increase in Canada in 1949 
was considerably less than in the previous year, partly be
cause of a di'op in the proportion of earnings which was rein
vested. There is a renewed interest by United States com
panies in development of the Canadian paper and pulp in
dustry and other manufactures—with a view to meeting 
the rising demand in the United States and elsewhere for 
these products. 

Most of the investment in manufacturing since 1945 has 
been in the form of reinvested earnings, and in some countries 
the investment was involuntary since exchange controls 
restricted remittances of earnings. It is likely that in such 
cases there was a tendency to hold assets in relatively liquid 
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Table S.—United States Private Direct -Investment Capital Move
m e n t s by Selected Countries, 1946-49 

[Millions of dollars; inflow ( - ) ] 

Country 

All areas 

Canada ond Newfoundland. 

American Republics, total.. 
Argentina 
Brazil 
Chile 
Colombia 
Costa Rica 

Cuba, Dominican Republic and 
Haiti. 

Ecuador 
Guatemala 
Honduras 
Mexico • 

Panama. . . 
Paraguay.-
Peru 
U r u g u a y -
Venezuela., 

other countries... 

ERP countries, lotol.. 
United Kingdom. 
Belgium 
Denmark 
France 
Germany 

Italy 
Netherlands. 
Portugal 
Sweden 
Switzerland-

Other countries. 

ERP dependencies, total 
British West Indies 
Netherlands East Indies 
Hong Kong, Malaya and Straits 

Settlements 
Dependencies in Africa 
Other dependencies 

Other Europe, total. 
Spain 
Other countries.. 

All other countries, total 
Australia 
China 
India, Ceylon, and Pakistan. 
Japan, Korea, Siam 
Middle Eastern countries '... 

New Zealand 
Ropubllo of tho Philippines. 
Union of South Africa 
Other countries 

182 

- 7 
1 
3 
7 

- 1 

25 
2 
1 
1 

01 

{') 

( I ) 

6 
1 
4 

4 
4 

- 7 

1 
1 

1047 

(') 

(') 

723 

442 
44 
60 

6 
3 
9 

5 
- 3 

1 
14 
21 

121 
3 

17 

130 

3 

47 
20 
7 

1 
1 

1 
3 
3 
6 
2 

63 
0 

29 

4 
6 
9 

1 
2 

- 1 

167 
22 
8 

- 1 
3 

01 

3 
23 
18 

1948 

684 

77 

321 
10 

0) 

10 
2 
3 
5 

20 

41 
3 

- 4 
1 

181 

(') 

68 
2 

- 3 

2 
8 

69 

S 
2 
3 

165 
3 
7 

1 
124 

1 
12 
16 
2 

1949 

773 

428 
1 

31 
24 
10 

- 1 

-fl 
2 
3 

10 

124 
3 

-18 
1 

246 

(') 

34 
23 

- 1 
4 

- 1 

7 
6 

- 1 
- 1 
- 1 

2 
4 

2 
- 2 
22 

13 
14 

- 1 

164 
13 

- 4 
3 
3 

112 

- 1 
- 0 
- 6 
40 

NOTE.—Tho above capital movement data include tho financing of ship sales to foreign flag 
operators controlled In the United States as follows: 

1940 I9i7 1948 1949 
Total 15.1 124.0 39.9 126.2 

Panama 14.0 110.2 35.7 03.6 
Other Latin America 1.1 7.3 2.5 17.6 
Liberia 45.2 
Ail other countries 7.1 1.7 

These vessels perform international shipping operations and are considered to be invest
ments in the countries under whoso flag they operate. However, theso data are given sepa
rately since for somo purposes, and particularly for a fow countries, they distort the over-all 
investment picture. 

' Less than $500,000. 
' Includes Egypt, Iran, Iraq, Israel, Lebanon, Oman, Saudi Arabia, Syria, Jordan, Truoial 

Oman, and Yemem; excludes Bahrein and Kuwait. 

Soiu-co; U. S. Department of Commerce, Ofllee of Business Economics. 

forms rather than in increased investments in plant and 
equipment. 

In the case of Israel, the amount of investment that took 
place in 1949 and is projected for the futm-e does not bulk 
large in the total, but it represents the major investment of 
this type in the Middle East. 

Mining investments more important 
A period of strildng expansion in mining enterprises abroad 

was inaugurated in 1949 with an increase of $70 million, 
considerably more than was invested in previous years. 

Nearly all of this took place in the Western Hemisphere, 
and represented the initiation of a group of projects which, 
when completed in the next few years, will nearly double the 
cmTcnt investment of $1 billion in the mining and smelting 
industry in this area. In addition, there are many mining 
projects already under way or committed for the rest of the 
world, largely Africa, which, if carried out as planned, will 
equal the amount already invested by this industry outside 
of the Western Hemisphere. 

The search for new sources of raw materials has been 
stimulated by the need to discover and develop new and 
reliably accessible sources for materials needed in the United 
States. The additional requu-ements of an accelerated 
preparedness program will undoubtedly hasten developments 
in this field. 

There was little noteworthy activity in direct investments 
in the other industries abroad in 1949. Investments in dis
tribution enterprises were somewhat less than in the previous 
year, and were derived very largely from reinvested earnings 
of foreign subsidiaries. Investments in the "miscellaneous" 
group of industries were much larger than in 1948, but the 
inclusion of insurance companies in this group results in 
somewhat arbitrary capital movements. Neither agricul
tural enterprises or public utilities exhibited any tendency 
to expand foreign facilities substantially in 1949, with the 
reinvestment of earnings accounting for most of the small 
increase in value which occurred. 

Investments follow established pattern 

Slightly more than half of the increase in value of direct 
investments abroad in the 1946-49 period, excluding petro
leum, was in Canada and Western Europe. The increase in 
value of industries other than petroleum in the rest of the 
world was substantial, amounting to about $950 million in 
the period, but it was largely directed to those countries 
which were industrialized and offered expansion possibilities. 

Various methods have been suggested for encouraging 
direct-investment capital outflows to countries where pro
ductivity is relatively low—such as the negotiation of treaties 
containing specific provisions to protect investors against 
discriminatory treatment, easing of the tax burden on foreign 
earnings, and guarantees by the United States Government 
covering risks peculiar to foreign investment. Guarantees 
for investments in areas participating in the ECA program 
have been available since early in 1948, but as of August 31, 
1950, the total amount of industrial guarantees amounted to 
only $23 million, of which 63 percent was in a single petroleum 
project in Italy. 

Treaties have been negotiated with three countries, Italy, 
Eire, and Uruguay, containing specific references, particu
larly in the case of Uruguay, to the treatment of foreign 
investments. Discussions are in progress with a large num
ber of countries on this subject, and some countries, such as 
India, Turkey, Iran, and Israel, have taken steps through 
public statements or legislation to induce more foreign invest
ment. 

On the question of taxation of foreign earnings the Secre
tary of the Treasury has recommended that the tax on the 
income of foreign branches be postponed until the foreign 
earnings are brought home, and that the provisions for allow
ing credit for foreign taxes paid be liberalized in some respects. 
However, no legislation has been enacted as yet covering 
these recommendations. All these developments are com
paratively recent and come at a time when the situation 
abroad is changing rapidly, so that, although the immediate 
effect on capital outflows has been small, it is too early to 
assess the longer run eft'ects. 


